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(e) Leasing salvage powers. If, in good
faith, a Federal savings association be-
lieves that there has been an unantici-
pated change in conditions that threat-
ens its financial position by signifi-
cantly increasing its exposure to loss,
it may:

(1) As the owner and lessor, take rea-
sonable and appropriate action to sal-
vage or protect the value of the prop-
erty or its interest arising under the
lease;

(2) As the assignee of a lessor’s inter-
est in a lease, become the owner and
lessor of the leased property pursuant
to its contractual right, or take any
reasonable and appropriate action to
salvage or protect the value of the
property or its interest arising under
the lease; or

(3) Include any provisions in a lease,
or make any additional agreements, to
protect its financial position or invest-
ment in the circumstances set forth in
paragraphs (e)(1) and (e)(2) of this sec-
tion.

§ 560.42 State and local government
obligations.

Pursuant to HOLA section 5(c)(1)(H),
a Federal savings association may in-
vest in obligations issued by any state,
territory, possession, or political sub-
division thereof, subject to the fol-
lowing conditions:

(a) A Federal savings association
may not invest more than 10% of its
total capital in obligations of any one
issuer, exclusive of general obligations
of the issuer.

(b) Except as provided in paragraph
(c) of this section, the obligations
must:

(1) Continue to hold one of the four
highest national investment grade rat-
ings; or

(2) Must be issued by a public housing
agency and backed by the full faith and
credit of the United States.

(c) Notwithstanding the limitations
in paragraph (b) of this section, a Fed-
eral savings association may invest:

(1) In the aggregate, up to one per-
cent of its assets in the obligations of
a state, territory, possession, or polit-
ical subdivision in which the associa-
tion’s home office or a branch office is
located; or

(2) In any obligations approved by
the Office.

§ 560.43 Foreign assistance invest-
ments.

Pursuant to HOLA section 5(c)(4)(C),
a Federal savings association may
make foreign assistance investments in
an aggregate amount not to exceed one
percent of its assets, subject to the fol-
lowing conditions:

(a) For any investment made under
the Foreign Assistance Act, the loan
agreement shall specify what con-
stitutes an event of default, and pro-
vide that upon default in payment of
principal or interest under such agree-
ment, the entire amount of out-
standing indebtedness thereunder shall
become immediately due and payable,
at the lender’s option. Additionally,
the contract of guarantee shall cover
100% of any loss of investment there-
under, except for any portion of the
loan arising out of fraud or misrepre-
sentation for which the party seeking
payment is responsible, and provide
that the guarantor shall pay for any
such loss in U.S. dollars within a speci-
fied reasonable time after the date of
application for payment.

(b) To make any investments in the
share capital and capital reserve of the
Inter-American Savings and Loan
Bank, a Federal savings association
must be adequately capitalized and
have adequate allowances for loan and
lease losses. The Federal savings asso-
ciation’s aggregate investment in such
capital or capital reserve, including
the amount of any obligations under-
taken to provide said Bank with re-
serve capital in the future (call-able
capital), must not, as a result of such
investment, exceed the lesser of one-
quarter of 1% of its assets or $100,000.

§ 560.50 Letters of credit and other
independent undertakings—author-
ity.

A Federal savings association may
issue letters of credit and may issue
such other independent undertakings
as are approved by OTS, subject to the
restrictions in § 560.120.

[64 FR 46565, Aug. 26, 1999]
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